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Tri-state Radio Co. ("Tri-State") hereby seeks reconsideration
of the Third aged: and Order ("Third RiO") in the above-captioned
proceeding in which the Commission adopted service-specific rules
for cOJlP8titive bidding on licen... to be awarded for Personal
Co_unications Servic.s in the 900 MHz frequency band ("narrowband
PCS"). Tri-State's instant Petition seeks reconsideration only of
that portion of the Third BIrO that adopted single round sealed bid
auction procedures for as.iqnaent of the 204 12.5 kHz unpaired
paging re.ponse channel licens_ to be a.signed on a Major Trading
Area ("MTA") ba.is and the 1,968 12.5 kHz unpaired paging response
channel licenses to be assigned on a Basic Trading Area ("BTA")
basis.

Tri-State is a communications caapany primarily engaged in the
provision of one-way paging services. Tri-State provides one-way
paging service pursuant to authorizations granted under Part 22 of
the Commission's Rules and pursuant to authorizations granted under
Part 90 of the Co..ission's Rules. As a mUlti-state, wide-area
paging operator, Tri-State is eligible for and interested in the
MTA and BTA paging response channels to be assigned pursuant to the
competitive bidding procedures specified in the Third R&O.

Tri-State's request for reconsideration of the Third RiO is
based on Tri-State's belief that in order to make maximum efficient
use of the available paging respon.e channels in connection with
operation of Tri-state's multi-state wide-area paging systems, Tri
state must obtain: (1) the same paging response channel in
multiple MTA's in which Tri-state's one-way paging systems operate1
and/or (2) the .... paging response channel in multiple BTA'. in
which Tri-state'. one-way paging .ysteas operate. In the Tbird
BiQ" the Commis.ion failed to recoqnize the extraordinary degree of
value interdependency between paging re.ponse licenses that arise.
from this important technical consideration.

Moreover, the justification. enunciated by the Co_i••ion for
adoption of .ingle round sealed bidding for paging respon..
license. (instead of simultaneous mUltiple round bidding for all
other narrowband PeS channels) are highly questionable and do not
outweigh the value interdependency discussed in the preceding
paragraph. The Commission's assumption that the value of paging
response licenses will be less than other narrowband pcs licens.s
may not be accurate. Further, the Co_ission's assertion that
single round sealed bidding may help to reduce collusion is also
questionable. In addition, prior auctions of other narrowband PCS
licenses will not necessarily provide adequate information on the
value of paging response channels and the Commission's decision to
allow paging respon.e bidders to bid on more channels than they are
eligible to be awarded, by itself, also fails to address Tri
state's concerns. Finally, Tri-state believes that existing rules
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mandating single round sealed bidding for paging response licenses
are deficient fra. an auction design perspective. These
deficiencies can be readily demonstrated by example.

In place of single round sealed bidding, Tri-state believes
that the Comaission should adopt reviaed paging response channel
auction procedures that: (1) are market-specific (not market- and
frequency-sPecific); (2) provide a clearly defined order in which
MTA and BTA winning bidders can select the frequencies to be
assigned to their systems; and (3) protect the ability of minority
and female-owned business and small business "designated entities"
to seek co.mon paging response channels. These new procedures will
maximize the ability of paging response bidders to obtain, where
necessary, a common paging response channel across MTA and BTA
boundaries.

In this Petition, Tri-state provides the commission with a
blueprint for adoption of these revised auction procedures and Tri
state supports its proposal with a specific example of how the
proposal will work.

iii
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response channel licenses to be assigned on a Major Trading Area

'Tbird Report and Order, PP Docket No. 93-253, 59 Fed. Reg.
26741 (May 24, 1994) (hereinafter "Third RiO").
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Before tile
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Washington, D.C. 20554

In the Matter of

I~l..entation of Section 309(j)
of the Co..unicationa Act 
Competitive Bidding

To: The co_ission

Tri-state Radio Co. ("Tri-State"), by its attorneys and

pursuant to 47 C.F.R. §1.429, hereby seeks reconsideration of the

Third Report and order' in the above-captioned proceeding in which

the co_ission adopted service-specific rules for competitive

bidding on licenses to be awarded for Personal Communications

Services in the 900 MHz frequency band ("narrowband PCS"). Tri

State's instant Petition seeks reconsideration only of that portion

of the Third RiO that adopted single round sealed bid auction

procedures for assignment of the 204 12.5 kHz unpaired paging

("MTA") basis and the 1,968 12.5 kHz unpaired paging response

channel licenses to be assigned on a Basic Trading Area ("BTA")



basis. 2 In support of this Petition, the following is respectfully

shown.

I. Tbe Iatereat of Tri-8tate

1. Tri-State is a co..unications company primarily engaged

in the provision of one-way paging services. Tri-state and its

affiliates provide wide-area, one-way paging service in numerous

states, inclUding New York, Connecticut, New Jersey, Pennsylvania,

Massachusetts, Arizona, Nevada and California. Tri-State provides

one-way paging service pursuant to authorizations granted under

Part 22 of the Commission's Rules and pursuant to authorizations

granted under Part 90 of the Commission's Rules. As a mUlti-state,

wide-area paging operator, Tri-state is interested in the MTA and

BTA paging response channels to be assigned pursuant to the

competitive bidding procedures specified in the Third RiO. 3

2In its MeaorandYa Qpinion ADd Order, GEM Docket No. 90-314,
ET Docket No. 92-100, 9 FCC Rod 1309 (1994) (hereinafter wIQiQW),
the ccmaission reconsidered its original allocation of paging
response channels [aa adopted in the First RlPort and Order in that
proceedinq, 8 FCC Rod 7162 (1993)] to: (1) a••ign four (4) 12.5
kHz unpaired narrowband PeS channels as paging response channels on
an MTA basis (901.9000-901.9125 MHz; 901.9125-901.9250 KHz;
901.9250-901.9375 MHz; and 901.9375-901.9500 MHz); and (2) asaign
four (4) 12 •5 kHz unpaired narrowband PeS channels as paqing
response channels on a BTA basis (901.9500-901.6250 MHz; 901.9625
901.9750 MHz; 901.9750-901.9875 MHz; and 901.9875-902.0000 MHz).
~ AlaQ 47 C.F.R. 1124.130(b) and (c). In the Third RiO, the
Commission adopted a single round sealed bid auction procedure for
assignment of MTA and BTA paging response channels. Third RiO at
!29.

~ny of Tri-state's Part 22 and Part 90 one-way paging
systems were authorized as of June 24, 1993. Moreover, Tri-State
currently operates one-way paging base stations in multiple MTA's
and BTA's. Accordingly, pursuant to 47 C.F.R. 124.130(a), Tri
State is eligible to apply and bid for paging response channels in
mUltiple MTA'. and BTA's. ~ A1§Q HQiQ, 9 FCC Rcd at 1313.
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response licenses that arises from this important technical

consideration.

2. Tri-State believes, however, that in order to aake

maximum efficient use of the available paging response channels in

connection with operation of Tri-State's multi-state wide-area

* +

(1) the same pagingpaging systems, Tri-State must obtain:

response channel in multiple MTA's in which Tri-State's one-way

paging systems operate; and/or (2) the same paging response channel

in mUltiple BTA's in which Tri-state's one-way paging systems

operate. 4 In the Third R&O, the commission failed to recognize the

extraordinary degree of value interdependency between paging

3. Accordingly, Tri-State hereby requests reconsideration of

the Commission's decision to assign MTA and BTA paging response

licenses by single round sealed bidding. As demonstrated below,

Tri-State believes that the Commission should adopt revised paging

response channel auction procedures that: (1) are market-specific

(not market- and frequency-specific); (2) provide a clearly defined

order in which MTA and BTA winning bidders can select the

frequencies to be assigned to their systems; and (3) protect the

ability of ainority- and female-owned business and small business

"designated entities"5 to seek common paging response channels.

40 f course, Tri-State recognize. that it may only hold
licenses for a aaxiaua of two (2) paging response channels in any
geographic area. 47 C.F.R. §24.130(a).

SIn the Third RiO, the co_is.ion adopted the following
preferences for ainority- and female-owned business [as defined by
47 C.F.R. §1.2110(b) (2)] and small business [as defined by 47
C.F.R. §1.2110(b) (1)] designated entities: (1) a twenty-live
percent (25%> bidding credit to minority- and female-owned



These new procedures will maximize the ability of paging response

bidders to obtain, where necessary, a co_on paging response

channel across MTA and BTA boundaries.

II. ~b. ca.ai••ioa -..t ••coa.i&er aiaql. ao..4 •••1.4
8i44iaq )lor Auction Of paqiaq ...poa.. Chama.l.

4. In the Third RiO, the co..ission adopted a single round

sealed bid auction for both MTA and BTA paging response licenses. 6

This procedure is different than the procedure adopted for all

other narrowband PCS licenses, which will be assigned by the

Commission using simultaneous multiple round auctions. 7 In

discussing single round sealed bid auctions generally, the

Commission recognized that:

[B)ecause single round sealed bidding provides less
inforaation and flexibility to bidders than either
siaultaneous or sequential auctions, we will generally
use this method only where there is less interdependence
among individual licenses or groups of licenses and the
eXPected value of the licen.es to be auctioned is low
relative to the cost of conducting a more complex
auction.

Third RiO at !22.

In spite of its recognition of the limitations of single round

sealed bidding, the co_ission justified its decision to use this

method to assign MTA and BTA paging response licenses by claiaing

that:

bu.ine.... on certain narrowband PCS license.; (2) tax certificates
to ainority- and f_le-owned bu.inetl.e.; and (3) in.tall..nt
payaent. available to ...11 bu.ine..... Third "0 at !I66-85. The
Commi••ion did not provide narrowband PCS preferences for rural
telephone companies. ~ at !71.

~ird RiO at !29.

7~, ~ at !18.

4



[T]heir value is low relative to the cost of conducting
other aore cOllplex auctions. Moreover, because only
incuabent paging licensees are eligible to bid on those
licenses, sealad. bid auctions aay help to reduce the
chance. of collusion among the liaitad. number of bidders.
In addition, the loss in efficiency froa using single
round bidding will be mitigated by the fact that bidders
on these licen..s will have access to information about
license value. from the siaultaneous multiple round
auctions that will precede the sealed bid auction.

~ at '29.

5. In an apparent attempt to address the deficiencies of a

single round sealed bid auction, the Commission did permit paging

response license bidders to, "bid on more licenses than they are

eligible to be awarded under existing aggregation limits, provided

they specify in advance the order in which they wish to be awarded

such licenses in the event that they are the high bidder on more

licenses than they are permitted to hold. "8 In addition, although

not clearly applied to auction of paging response licenses, the

Commission left open the possibility that combinatorial bidding

could be used for paging response licenses because those licenses

are not being assigned in simultaneous mUltiple round bidding. 9

'Third RiO at '29. The Comaission also noted that:

The co_ission ••• will not designate a bidder the
winninq bidder on more licenses than it is eligible to
hold. Under these circumstances, a high bidder will not
be subject to the bid withdrawal penalty ••• for those
additional licenses for which it is not designated the
winning bidder.

l.sL. at n.S.

'In combinatorial bidding, if a bid for a group of licen .
exceeds the sua of the highest bids for the individual licen...
that comprise the package, then the package bid would win. Third
BiQ at n.5. The co_ission rejected use of combinatorial bidding

5
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It should also be noted that in the Third R&O, the Commission did

where simultaneous multiple round bidding is used (as will be the
case with all narrowband PCS licen..s except paqinq response
licenses). 1sL. at '24. The Co_is8ion went on to state, however,
that, "in circumstances where we do not use simultaneous multiple
round bidding, we may permit combinatorial biddinq." ~

10In other words, it is not clear whether the Commission will
hold one auction for paqinq response channel A in MTA No.1, a
separate auction for paqinq response channel B in MTA No. 1 and so
forth, or whether the Commission will hold one sinqle auction for
all four (4) paqinq response channels in MTA No. 1 and so forth.

*' +-

This is due to technicalbetween paqinq response licenses.

not clearly state whether it will auction paqinq response licenses

on a market- and frequency-specific basis, or whether it will

auction paqinq response licenses only on a market-specific basis. 1o

,. Tri-state respectfully submits, however, that the

procedures adopted in the Third R&O with respect to auction of

paqinq response licenses fail to take into account one critical

fact -- there is an extremely hiqh deqree of value interdependency

considerations involved in the operation of wide-area paqinq

systems. specifically, a one-way paqinq company operatinq a wide

area paqinq system that crosses MTA or BTA boundaries must have a

sinqle, common paqinq response channel to be able to operate its

system efficiently. Just as most paqinq carriers operate wide-area

paqinq systems by usinq mUltiple co-channel transmitters linked

toqether (via wireline, radio, satellite or other means) to

transmit paqinq siqnals over a broad qeoqraphic area, so, too, must

a paqinq carrier obtain a sinqle, co_on paqing response channel to

use in connection with its cross-MTA or cross-BTA wide-area paqinq

system. Only in this way can the wide-area paqinq carrier ensure
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system operates. As a result, paging response channels are not

fungible across MTA or BTA boundaries and there is a high degree of

+ +

Furthermore, the Commission's

value interdependency between licenses for those channels.

licenses may not be accurate. 12

subaits, however, that the Commission's assumption that the value

of paging response licenses will be less than other narrowband PCS

7. Moreover, the justifications enunciated by the Commission

for adoption of single round sealed bidding for paging response

licenses are highly questionable and in no event outweigh the value

interdependency discussed in the preceding paragraph. Tri-state

recognizes that simultaneous mUltiple round auctions may be more

costly and more difficult to administer. Tri-State respectfully

cross MTA and/or BTA boundaries have a critical interest in

ensuring that they obtain a single, co..on paging response channel

for their system in all MTA's or BTA'e where the underlying paging

makes clear that existing wide-area paging carriers whose systeas

aaxiBum efficient operation of its upqraded paging system and

optimUil utilization of the spectrum now allocated by the cOllJlission

for paging response purposes. 11 This vital technical consideration

11Nationwide (and to a lesser degree regional) narrowband PCS
licensees are not confronted with this obstacle of having to
aggregate a ca..on frequency in nuaerous geographic areas. As
demonstrated aore coapletely at paragraph 17, infra, grant of
reconsideration as requested herein will .ini.ize this inequity and
level the playing field for paging response licensees and other
narrowband PCS licensees.

12Specifically, although it is true that the aJlOunt of spectrwa
allocated to each paging response license will be less than the
amount of spectrua allocated to the other types of narrowband PCS
licenses, the existing paging licensees that are eligible to apply
for paging response channels have already established and are
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licenses may be interesting, they will not necessarily provide

will mitigate the difficulties of a single round sealed bid auction

do not adequately address the concerns specified by Tri-state

;" *

First, although prior auctions of other narrowband PCSherein.

assertion that single round sealed bidding "may help to reduce the

chances of collusion among the limited number of [eligible paging

licensee] bidders," is also questionable. 13

8. In addition, the factors that the COIDIlission believes

currently operating paging systems to which the paging response
channel capability must only be added. On the other hand,
successful bidders for all other narrowband PCS licenses face the
daunting and expensive task of constructing a completely new syste.
that will probably be used to provide a new type of service for
which there is no proven consumer demand. These risks are
particularly great for bidders on the two (2) paired narrowband PCS
channels allocated on a BTA basis.

13In any given MTA or BTA, there may be numerous paging
licensees licensed prior to June 24, 1993, and operating at least
one base station within that .arket. As the Co_ission i. aware,
the growth in the one-way paging industry over the past 15 years
has been astonishing and paging i. an extr..ely competitive segaent
of the mobile co..unications industry. a.a EKCI -- The State of
the U.S. Paging Industry -- Subscriber Growth, End-User and Carrier
Trends: 1990. There are more than 150 frequencies allocated
pursuant to Parts 22 and 90 of the co_is.ion's Rules that can be
used to provide one-way paging services. [These include Part 22
lowband, VHF, UHF and 900 MHz frequencies and Part 90 VHF, UHF and
900 MHz frequencies.] In addition, there are additional 900 MHz
nationwide paging channels and paging can also be provided on PM
subcarrier channels. In point of fact, on average, a paging
carrier faces five (5) other paging carriers competing with it in
a given market, while some paging carriers face as many as nineteen
(19) competitors. au R. Ridley, 1993 Survey of Mobile Radio
Paging Operators, Communications, Sept. 1993, p.20. With this
number of potential bidders, Tri-State respectfully submits that
the potential for collusion among paging response bidders will be
no greater than the potential for collusion among bidders for other
narrowband PCS licenses. In any event, Tri-state must also point
out that the Comaission has adopted specific provisions to prevent
collusion in bidding and collusion may also constitute violation of
federal antitrust laws. ~ generally Third R&Q at 1164-65.



information on the value of a paging response channel to an

existing paginq company in a given market. Moreover, this

information has no bearing whatsoever on the value interdependency

that arises between paging response licenses as a result of the

need of wide-area paging system operators to obtain a single,

common paging response channel across MTA or BTA boundaries. The

Commission's decision to allow paging response bidders to bid on

more channels than they are eligible to be awarded, by itself, also

fails to address Tri-State's concerns.

t. Tri-State must also emphasize that existing rules

mandating single round sealed bidding for paging response licenses

are deficient from an auction design perspective. First, as set

forth above, the existing procedures are poorly structured to allow

bidders to obtain a common frequency across regions. Bidders

cannot know how to prioritize their bids and only in the extreme

case where a bidder wins all of its first priority bids is it

possible for that bidder to coordinate frequency selection in

mUltiple MTA or BTA markets. Second, the existing paging response

channel bidding procedures require exceedingly complicated bidding

strategies. Even a bidder who only wants to win one license in a

market should bid on all four licenses in that market and order the

priority of bids from low to high. If a bidder wishes to obtain a

co_on paging response channel in mUltiple MTA or BTA markets,

establishing effective bidding strategies becomes almost impossible

and bidders will be unwilling to pay a premium for obtaining a

common channel. Third, the existing rules do not contain a clear

9
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default rule and reallocation mechanism for defaulted licenses that

is necessary because the existing rules effectively require bidders

to bid on more licenses than they either desire or are allowed to

purchase. In other words, the Commission has not determined how to

reallocate paging response channel licenses that are turned down by

bidders who have won more licenses than they desire. The

Commission has also not specified what will happen if there is a

paging response license with no bidders left given their strategic

prioritizations.

10. This deficiency in the existing auction procedures can

perhaps best be demonstrated by a simple example. Bidders A, Band

C are each interested in only one paging response license in MTA 1.

The bidders adopt a minimize bid cost strateqy and therefore rank

licenses in the reverse order of bids as follows:

LiceD.e

A 1
Bi44er

A 10 15 16

B 12 9 11

C 7 No bid No bid

Under existinq paginq response auction procedures adopted in the

Third RiO, Bidder A would be the high bidder of Licenses 2 and 3

and would turn back License 3 (the more expensive authorization).

B would be the high bidder for License 1, but once License 3 is

turned back by Bidder A, License 3 would be offered to Bidder B as

the next hiqhest bidder and Bidder B would choose License 3 over

License 1 because License 3 is less expensive for Bidder B. Havinq

10



made this determination, Bidder B would then turn back License 1,

which in turn would be offered to Bidder A as the next highest

bidder. Bidder A, faced with a choice between License 2 and the

now available License 1 would choose License 1 and turn back

License 2 because License 1 is less expensive to Bidder A than

License 2. Once License 2 is turned back, License 2 would then be

awarded to Bidder B as the next highest bidder because License 2 is

cheaper to Bidder B than License 3. As a result: (1) Bidder A

would obtain License 1 for the lowest amount bid by Bidder A on

either License 1, 2 or 3; (2) Bidder B would obtain License 2 for

the lowest amount bid by Bidder B on either License 1, 2 or 3; (3)

Bidder C would not receive any authorization whatsoever; and (4)

License 3 would remain unallocated and it is unclear how that

license would be assigned. These results demonstrate that existing

auction procedures are extremely complicated, overly cumbersome,

require an extraordinary amount of strategic consideration and do

not result in an efficient allocation of paging response channels.

11. The insufficiency of the cOllllllission's justifications,

coupled with the failure by the COllllllission to recognize the

extraordinary degree of value interdependency between paging

response licenses and the flaws in existing paging response channel

bidding procedures from an auction design perspective as

demonstrated above, require that the Commission reconsider and

reverse its decision to utilize single round sealed bid auction

procedures to assign both MTA and BTA paging response licenses.

11

*' *
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14For example, a bidder would write, "I bid $100 for one of the
four (as yet unspecified) New York MTA paging response channels."
A bidder interested in obtaining two (2) licenses in the New York
MTA could add, "I also bid $85 for one of the four (as yet
unspecified) New York paging response channels."

designated the winning bids in that market.

13. After determining the winning bids in each MTA and BTA,

the Commission can then proceed to determine the order in which

winning bidders can select the specific paging response channelCs)

Those four (4) bids will be

Bidders will place a sealed bid for anyfrequency-specific.

highest bids in that market.

unpaired 12.5 kHz paging response license in a given MTA or BTA

without specifying which of the four (4) frequencies available in

that market the bidder is bidding on. 14 The Commission will open

all bids in each market and determine which are the four (4)

xxx. aeque.~e4 aelief

12. Tri-State respectfully submits that in place of single

round sealed bidding, the Commission should utilize revised paging

response channel auction procedures that maximize the ability of

paging response bidders to obtain, where necessary, a common paging

response channel across MTA and BTA boundaries. Specifically, Tri

State believes that the co_ission should specify that paging

response channel auctions will be market-specific, not market-and

to be assigned pursuant to their winning bids. In MTA's, Tri-state

respectfully sub.its that the co..ission should rank MTA winning

bidders for purposes of frequency selection based on which bidder

has agreed to pay the most for the paging response channels

specified in all of that bidder's MTA winning bids. The bidder
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14. In BTA's the Commission can proceed in the same fashion,

choice in selecting the paging frequency or frequencies to be

..

The bidderthat bidder's BTA winning bids within a given MTA.

whose Winning bids for all BTA paging response channels within a

given MTA total the greatest dollar amount'6 will have the first

whose winning bids for all MTA paging response channels total the

greatest dollar aJlOunt15 will have the first choice in selecting

the paging frequency or frequencies to be assigned to it in those

MTA's where it was the winning bidder. The bidder with the second

highest MWBT will have second choice and must select from

frequencies remaining after the first-ranked bidder has completed

its frequency selections. The Commission can proceed accordingly

until all paging response channels in each MTA are assigned either

by bidder selection or, in the case of the fourth channel in each

MTA, by remainder.

1SPor e.se of reference, the total dollar a.ount of a
particular bidder's winning bids in all MTA's should be referred to
as its "MTA Winning Bid Total" ("IIWBT"). Upon designation of
winning bids in all MTA's, the CODaission can easily calculate each
winning bidder's MWBT and publish a frequency selection ranking for
MTA's based on MWBT's.

except that the co_ission should rank winning BTA bidders for

purposes of frequency selection based on which bidder has agreed to

pay the most for the paging response channels specified in all of

"Por ease of reference, the total dollar aJaOunt of a
particular bidder'. winning bids in all STA's within a given MTA
should be referred to as its "BTA Winning Bid Total" ("BWBT").
Upon designation of winning bids in all STA's, the Commission can
easily calculate each winning bidder's SWBT within each MTA and
publish a frequency selection ranking for BTA's within each MTA
based on BWBT's.



assigned to it in those BTA/s within the specified MTA where it was

the winning bidder. The bidder with the second highest BWBT within

the specified MTA will have second choice and must select from

frequencies remaining after the first-ranked bidder has completed

its frequency selections. The Commission can proceed accordingly

until all BTA paging response channels in the first specified MTA

are assigned either by bidder selection or, in the case of the

fourth channel in each BTA, by remainder. The Commission can then

move on to the second MTA, where winning BTA bidders will be ranked

within that second MTA for frequency selection purposes based on

their respective BWBT I S for that MTA. The Commission can continue

accordingly until frequencies are selected in all BTA's.

15. An example of how this proposed paging response channel

auction procedure would work clearly demonstrates the advantages of

Tri-State/s proposal. Specifically, using market-specific bidding,

aSSWDe the following scenario: 17

lID

1 2 3 4
Bitder

A 10 15 l' 25
B 14 20 10 10
C No bid 30 No bid 5
D 18 16 20 18
E No bid No bid 18 l'
F 17 No bid 17 No bid
G No bid No bid No bid 20
H No bid 17 16 No bid

17The four (4) winning bids in each MTA are indicated in bold.
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is assumed for each bidder in each MTA.

As a result, under existing procedures:

Bidder D gets first choice and chooses Channel
Alpha; Bidder F qets second choice and choo.es
Channel Beta; Bidder B gets third choice and
chooses Channel Ga_a; and Bidder A gets fourth
choice and is left with Channel Delta.

Bidder C gets first choice and chooses Channel
Alpha; Bidder B gets second choice and chooses
Channel Gamma; Bidder H gets third choice and
chooses Channel Beta; and Bidder D gets fourth
choice and is left with Channel Delta.

Bidder D gets first choice and chooses Channel
Delta; Bidder A gets second choice and chooses
Channel Alpha; Bidder E gets third choice and
chooses Channel Beta; and Bidder F gets fourth
choice and is left with Channel Gamma.

Bidder A gets first choice and chooses Channel
Alpha; Bidder G gets second choice and chooses
Channel Beta; Bidder E gets third choice and
chooses Channel Gamma; and Bidder D gets fourth
choice and is left with Channel Delta.

MTA 2:

MTA 1:

MTA 3:

MTA 4:

Bidder A is prevented froa building a network because
another bidder has Channel Delta when it comes to Bidder
A's turn to select a frequency in MTA 3;

Bidder B succeeds in getting the saae frequency in both
MTA's in which Bidder B is a winning bidder;

Bidder C is irrelevant because it only won one license;

Bidder D has been able to obtain a common channel in 3 of
the 4 MTA's in which Bidder D submitted a winning bid;

Bidder E is unable to obtain the same frequency in the 2
MTA's in which Bidder E is a winning bidder;

Bidder F is also unable to obtain the same frequency in

The following results would occur if winning bidders are allowed to

select frequencies based on an MTA-by-MTA basis. This frequency

selection mechanism is the one adopted in the Third R&O, except

that to facilitate explanation, the best possible bid prioritizaton



able to obtain all of the licenses for which that bidder submitted

procedures, each bidder with a winning bid in more than one MTA was

Bidder A gets second choice and chooses Channel Beta for
all 3 MTA's in which Bidder A submitted a winning bid;

However, compared to the
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the 2 MTA's in which Bidder F is a winning bidder; and

Bidders G and H are irrelevant because they submitted
winning bids in only one MTA each.

On the other hand, the following results would occur if Tri-state's

alternate bidding procedures specified herein are adopted:

Bidder D gets first choice and chooses Channel Alpha for
all 4 MTA's in which Bidder D submitted a winning bid;

Bidder E gets third choice and chooses Channel Gamma for
the 2 MTA's in which Bidder E submitted a winning bid;

Bidder F gets fourth choice and chooses Channel Delta for
the 2 MTA's in which Bidder F submitted a winning bid;

Bidder B gets fifth choice and chooses Channel Gamma for
the 2 MTA's in which Bidder B submitted a winning bid;

Bidder C gets sixth choice and chooses Channel Beta for
MTA 2 where Bidder C submitted a winning bid;

Bidder G gets sixth choice and chooses Channel Delta for
MTA 4 where Bidder G submitted a winning bid; and

Bidder H gets sixth choice and chooses Channel Delta for
MTA 2 where Bidder H submitted a winning bid.

As demonstrated in this example, using Tri-state's proposed auction

mathematically impossible to do so.

a winning bid on the same frequency.

l' • As depicted in the foregoing example, the pri..ry

advantage to this alternate auction method is that it maximizes the

number of multiple-MTA/BTA bidders who can obtain a common paging

response channel in all markets in which they bid. There is no

guarantee that all bidders will succeed and it may even be



procedures adopted in the Third RiO and other alternatives, Tri

state'. proposed ..thad will satisfy a larger number of bidders by

allowing them to select a common paging response channel. Even

those bidders that do not obtain a common paging response channel

in all MTA's or STA's in which they are interested will be able to

minimize fragmentation between frequencies assigned in multiple

markets.

17. Tri-State should also point out that Tri-State's proposed

auction procedures for paging response channels will level the

playing field between bidders for paging response channels and

bidders for regional and nationwide narrowband PCS authorizations.

Specifically, bidders for nationwide narrowband PCS channels (and

to a lesser degree, bidders for regional narrowband PCS channels)

are not confronted by the obstacle of having to aggregate a common

frequency in all geographic areas where that bidder requires the

proposed narrowband PCS channel. Nationwide narrowband PCS

licensees obtain the same channel or channels across the country,

and even regional narrowband PCS licensees are faced with only five

(5) geographic regions. On the other hand, there are no nationwide

or regional paging response channels. Paging response channels are

only allocated on an MTA or BTA basis. By adopting Tri-state's

proposed auction procedures, the Commission will make it easier for

paging response channel bidders to maximize their chances of

obtaining the extensive benefits associated with a common paging

response channel. In this way, paging response bidders and

licensees can compete on a more equitable basis with nationwide and

17
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regional narrowband PeS licensees.

18. Tri-State also believes that its proposed frequency

selection ranking based on MWBT' sand BWBT' s should be aUgDlented by

affording minority- and female-owned business and small business

designated entities a twenty-five percent (25%) credit when

calculating MWBT and BWBT for frequency selection ranking

purposes." This preference can be easily calculated and included

by the co..ission in publishing paging response winning bids and

frequency selection rankings for MTA's and BTA's based on MWBT's

and BWBT's, respectively. Like other preferences adopted by the

commission for minority- and female-owned business and small

business designated entities,'9 Tri-State's proposed 25% credit in

determining paging response frequency selection ranking will serve

the Congressional mandates set forth at Sections 309(j)(4)(D),

309(j) (3) (B) and 309(j) (4) (A) of the Communications Act of 1934, as

amended by the omnibus Budget Reconciliation Act of 1993.~

Moreover, this preference will help these designated entities

compete in frequency selection ranking against large paging

companies whose MWBT's and BWBT's might normally place them in the

'IFor exaaple, small business designated entity, XYZ
Corporation ("XYZ"), bid in 5 ICTA'. and was determined to be a
winning bidder in 3 of those MTA'.. The dollar amount total of
XYZ's winninq bids in these 3 MTA'. was $1,000. Applying the
preference proposed by Tri-State herein, XYZ's MWBT would actually
be $1,250 (the $1,000 bid sum plus a 25' credit of $250 for a total
of $1,250). XYZ ' s MTA frequency selection ranking would be
determined based on this MWBT of $1,250.

'9~ footnote 5, supra.

~47 U.S.C. §§309(j)(4)(D), 309(j)(3)(B), 309(j)(4)(A).
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highest frequency selection rankings.

It. Tri-State must also emphasize that although Tri-state's

proposed frequency selection process must be carried out after the

auction, this process can be completed quickly and can perhaps best

be accomplished in a one-day meeting among MTA and BTA auction

winners following publication of winning MTA and BTA bids and the

corresponding frequency selection rankings based on MWBT' sand

BWBT's.21 In this regard, a winning bidder in only one MTA or one

BTA could avoid having to attend the frequency selection meeting by

merely delivering to the Commission a written specification of its

order of frequency selection preference. When it came the turn of

that licensee to select a frequency based on its MWBT or BWBT, the

Commission could simply assign the frequency from those then

available based on that bidder's written preference.

20. In addition, Tri-state must also note that if the

Commission accepts Tri-State's alternate auction procedures for

assignment of paging response licenses, the Commission may wish to

2'For exallple, this process can be completed at a specific
location in Washington on a specified date. All MTA and BTA
winning bidders (or their designated representatives) could attend
this ..eting that would be similar to the professional football
draft procedure. The first-ranked MTA winning bidder would select
its frequency or frequencies in all MTA's where it was winning
bidder. Five (5) ainutes later, the second ranked M'lA winning
bidder would select its frequency or frequencies frOll those
re..ining in all MTA's where it was winning bidder. Upon
caapletion of MTA frequency assign.-nts, the co_ission would
proceed in a similar fashion to assiCJD BTA frequencies by MTA.
This process would continue until all frequency assignaents were
completed. Any winning bidder that did not attend this frequency
selection meeting would forfeit its turn in the priority ranking
and would have frequencies assigned by the COJDDlission based on what
remains at the end of the frequency selection processes.
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incentive to report their truthful valuations for paging response

21. In any event, Tri-State respectfully submits that its

refinement may, at first blush, appear to result in a decrease in

revenue from paging response channel auctions because bidders would

f •

Tri-state must also note that even though this

with this payment mechanism, all bidders have anstrategy.

licenses.

refine the proposal set forth herein by providing that winninq

bidders will pay the highest losing bid for a license (not

including any of their own losing bids) instead of paying the

actually winninq bid amount. 22 As a result, a bidder that submits

one winninq bid in a market would pay the fifth highest bid (unless

the fifth highest bid was its own losinq bid for a second license,

in which case the winning bidder would pay the sixth highest bid).

This potential refinement is basically a Vickrey auction modified

to allow for multiple purchases. The principal advantage to

adopting this refinement is that it eliminates the need for

be payinq less than their bid, theoretical auction literature

suggests that this is not the case. Bidders will no lonqer have to

strategically shade their bids and the expected increase in bid

amounts should exactly compensate for the change in payment rules.

Accordingly, Tri-state respectfully submits that the Commission may

wish to adopt this refinement to Tri-State's alternate auction

procedures for paginq response licenses if the Commission grants

Tri-state's instant reconsideration request.

UIn the event that a bidder subaits two winninq bids in a
given market, the bidder would pay the two highest losing bids.
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